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Abstract: The purpose of this study was to determine and analyse the effect of 
liquidity, capital adequacy ratio (CAR), growth, size, profitability on firm value and 
dividend policy as a moderating variable on banking companies listed on the 
Indonesia Stock Exchange. The population of this research is 43 companies listed 
on the Indonesia Stock Exchange with an observation year 2013 to 2017. The 
sample is 145 and selected using the purposive sampling method. Data is processed 
using panel data regression statistical test methods. The results of this study prove 
that liquidity and capital adequacy ratios do not affect firm value while growth, 
size, profitability positively affect firm value in banking companies listed on the 
Indonesia Stock Exchange. Dividend policy is able to moderate the effect of 
liquidity, capital adequacy ratio, growth, size, profitability on firm value in banking 
companies listed on the Indonesia Stock Exchange. 
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1. Introduction 
Achievement of the objectives of financial managers in maximizing firm 
value can be seen and measured from the share price of the company concerned 
(Kasmir, 2010). The rise and fall of stock prices in the market is an interesting 
phenomenon to be discussed relating to the issue of the rise and fall of firm value 
itself. From this stock price, it can clearly be seen from the condition of the firm 
value. Fluctuations in share prices generally occur in companies listed on the 
Indonesia Stock Exchange which can be seen in Figure 1 below. 
Based on Kompas Daily about “Prospect of Stock Investment in 2017”. 
Observations from the analysis in Figure 1 show that there has been a fluctuating 
movement in the Composite Stock Price Index (CSPI) during the past decade where 
stock prices in 2008 had fallen to their lowest point due to the global crisis but 
slowly rose again in subsequent years. Despite fluctuations up to 2017, stock prices 
tend to increase each year, reflecting the firm value each year. 
Figure 1. Movement of the CSPI over the past 10 years 
 
Source: (Kompas, 2017) 
Fluctuations in the value of these stock prices reflect the firm value itself. 
Based on Figure 1, the movement of CSPI in the last ten years that always 
experiences an increase can attract investors in investing, according to (Rodoni & 
Ali, 2014) the higher the value of the stock price, the higher the firm value. The 
firm value is the price of shares that are willing to be paid by prospective buyers if 
the company is sold and the expected future profit value is recalculated with the 
right interest rate (Mahendra, 2012). 
The higher Price to Book Value (PBV) means that the company is 
increasingly successful at creating value or prosperity for its shareholders. This 
PBV also signals investors whether or not the share price is high if the company is 
assumed to be bankrupt (immediate), because if the company goes bankrupt, the 
main obligation of the company is to pay the debt first and then the remaining assets 
of the company are distributed to shareholders . 
Liquidity is one factor that affect firm value. High liquidity shows the 
company is in a healthy financial condition, the higher the liquidity will increase 
the firm value because the market will react positively. 
In banking capital, it can be seen from the bank’s Capital Adequacy Ratio. 
And from this CAR investors can see how the company in carrying out operational 
activities of the company. In Figure 3. The Capital Adequacy Ratio Growth Chart 
for the period of 2013-2018 can be seen that the CAR of Indonesian banking 
companies has fluctuated. And the increase and decrease of CAR is a condition of 
the company which is a reflection of firm value, and is one of the benchmarks of 
investors in investing in the company. 
Figure 2. Growth Chart of the Capital Adequacy Ratio of Indonesian 
Banking in 2012-2017  
 
Sources: OJK and CEIC (2018) 
The firm size is one of the factors that affect firm value. In the financial 
condition of companies with large total assets will be stronger, more stable 
operations and relatively generate profits, thus the company’s future prospects will 
be better. Corporate management can better control and utilize existing assets in 
large companies to achieve company goals and increase company operational 
activities, then investors will respond positively to invest so that the firm value will 
increase. 
In addition, firm growth is one of the factors that affect firm value. Basically, 
a company's growth opportunities reflect the productivity of a company and expect 
opportunities for internal companies, investors and creditors to make a profit. 
Companies that have growth can be seen from assets. 
Profitability is one factor that supports the firm value. Return on assets (ROA) 
is one of the profitability ratios that can measure a company’s ability to generate 
profits from the assets used. The greater the value of ROA, shows the company’s 
performance is getting better too, because the greater the rate of return on 
investment. This value reflects the company’s return from all assets (or funding) 
given to the company (Wild, 2005). Based on the analysis and observations in 
Figure 4, ROA in Banking Companies in Indonesia in the 2012-2017 period can be 
seen fluctuations in the value of Return on Assets from Banking Companies in 
Indonesia, and from ROA can be used to evaluate whether management has 
received adequate compensation (reasobable) return) of the assets under their 
control. This ratio is one of the benchmarks in evaluating how well the company 
has used its funds. ROA is able to measure the company’s ability to generate profits 
in the past and then projected in the future. 
Figure 3. Growth Graph of Return on Assets of Banking Companies in 2012-
2017 
 
Sources: OJK and CEIC (2017)  
Dividend policy (dividend policy) is a decision whether profits earned by the 
company at the end of the year will be distributed to shareholders in the form of 
dividends or will be retained to increase capital for financing future investments. 
(Harjito, 2012). In Bird in The Hand Theory from (Gordon & Lintner, 1962) and 
(Bahattacharya, 1979) explain that investors like high dividends and are a positive 
view of firm value. The reason is simple, because dividends are cash that is 
definitely accepted today, in contrast to capital gains that are still in the form of 
expectations and the results of managing retained earnings. Based on the Bird in 
Hand theory, dividend policy has a positive effect on stock market prices. That is, 
if the dividends distributed by the company get bigger, the market price of the 
company’s shares will be higher and vice versa. While in the theory of dividend 
irrelevance by Miller and Modigliani (MM) states that dividend policy does not 
affect firm value. According to MM, the increase in firm value is affected by the 
company’s ability to gain profit or earnings power from the company’s assets. 
Banking financial institutions are institutions that bring together parties who 
need funds from parties who have excess funds. Therefore, banking financial 
institutions have a very strategic role in a country’s economy. Banks can meet the 
needs of public funds to ensure the survival of their businesses and to meet other 
needs, through credit activities. Whereas people who have excess funds, banks are 
ready to accept to be stored safely, and can obtain benefits from banks as a 
remuneration for users of these funds. Through these activities, financing for the 
business world, the bank has a role to move the real sector. To ensure this role banks 
are required to work efficiently and professionally, besides that, there are several 
factors that need to be considered are macroeconomic conditions, such as the value 
of the rupiah exchange rate, the inflation rate and the level of Indonesian bank rates 
(SBI) (Suripto, 2015). 
Figure 4. Graph of PBV growth of several banking companies in 2015-2016 
      Source: IDX data processed 2019 
Observations and analysis in Figure 4 PBV (Price Book Value) growth graphs 
representing several banking companies during the 2015-2016 period listed on the 
Indonesia Stock Exchange (IDX), explain the fluctuating condition of price book 
value. Like BABP companies with the lowest presentation rate in 2017 around 6% 
while compared to BBCA companies it still fluctuates every year but with higher 
conditions compared to some existing companies. 
 
2. Literature Review 
2.1 Signalling Theory 
Signalling Theory emphasizes the importance of information issued by 
companies on investment decisions outside parties (Miller, 1999). Complete, 
relevant, accurate and timely information is needed by investors in the capital 
market as an analytical tool for making investment decisions. If the information 
contains positive value, it is expected that the market will react when the 
announcement is received by the market (Jogiyanto, 2007). According to Brigham 
and Houston, (2006) a sign or signal is an action taken by a company to give 
instructions to investors about how management views the company’s prospects. 
2.2 Agency theory 
Agency theory is a contract between the shareholders (principal) and the 
manager (agent) where the shareholders give authority to run and manage a 
company to the manager and involve delegation in making decisions for the 
company. There is a conflict between the relations between the two parties above 
(agency). The reason is that managers who are given trust and responsibility by 
shareholders in managing the company do not always act in accordance with the 
wishes and interests of shareholders. Managers who have a basic nature are 
concerned with their own desires that result in the principal and agent have different 
goals that trigger agency costs (Jensen & Meckling, 1976). 
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2.3 Firm Value 
A high firm value becomes the desire of the company owner, because with a 
high company value shows the prosperity of shareholders is also high (Sitepu, 
2015). According to Fama (1978), firm value can be seen from the price of its 
shares. Stock prices are formed at the request and offer of investors, thus the stock 
price can be used as a proxy for the firm value. According to Keown (2004) the 
firm value is the market value of the debt securities and corporate equity in 
circulation. High stock prices make firm value is also high. 
2.4 Liquidity 
Liquidity is considered to be able to affect firm value because liquidity must 
be able to contribute to the realization of firm value creation (Michalski, 2010). The 
liquidity ratio that is the focus of this study and also includes the liquidity ratio used 
by banks to measure the financial performance of banks is the Loan to Deposit Ratio 
(LDR). LDR is a ratio that states how far banks have used depositors’ money to 
provide loans to their customers (Pandia, 2012). The Loan to Deposit Ratio states 
how far the bank’s ability to repay the withdrawal of funds made by depositors by 
controlling credit provided as a source of liquidity. The greater the ratio gives an 
indication of the lower ability of the bank’s liquidity concerned. This is because the 
amount of funds needed to finance credit is getting bigger (Dendawijaya, 2005). 
2.5 Capital Adequacy Ratio (CAR) 
Capital Adequacy Ratio (CAR) reflects the ability of banks to cover the risk 
of loss from the activities they do (Fahmi, 2015). CAR is an indicator of a bank’s 
ability to cover a decline in assets as a result of bank losses caused by risky assets 
(Dendawijaya, 2009). The higher the CAR, the better the bank’s ability to bear the 
risk of any risky credit or productive assets. It can be concluded that CAR is the 
ability of banks to maintain sufficient capital and the ability of bank management 
to identify, measure, monitor and control the risks that arise that can affect the 
amount of bank capital. 
2.6 Growth 
Firm growth is the impact of the company’s cash flow from operational 
changes caused by growth or decrease in business volume (Helfert, 1997). Based 
on the above definition, it can be explained that Growth is a change in total assets 
in the form of increases or decreases experienced by the company during one period 
(one year). Firm growth is considered able to affect the firm value because good 
growth gives a sign for the development of the company. From an investor’s 
perspective, firm growth is a sign that the company has favorable aspects, and 
investors will expect a rate of return from the investment made. In general, when a 
company experiences growth, the expectation of future earnings and stock prices 
will also increase (Chowdhury and Chowdhury, 2010). The greater the assets, the 
opportunity for companies to earn profits from the results of their operations will 
also be greater and shows that the company is experiencing good growth and 
growth. These developments and growth will show investors that the company has 
good prospects in the future that attract investors to invest. The more investors who 
invest, the stock price will increase so that the increase in share price will affect the 
increase in the firm value. 
2.7. Size 
According to (Riyanto, 2001) the size of a large company in which its shares 
are very wide spread, each share expansion will only have a small influence on the 
possibility of loss or displacement of control from the dominant party over the 
company concerned. Then it can be concluded that firm size describes the size of a 
company that is shown in total assets, total sales and average sales. Firm size can 
be seen from the total assets owned by one company. The firm size is considered 
able to affect firm value, because the larger the size or scale within the company, 
the easier it will be for the company to obtain funding sources both internal and 
external. Large firm size reflects that the company is experiencing good growth and 
growth thereby increasing firm value. The increasing firm value can be 
characterized by the total assets of the company that has increased and is greater 
than the amount of the company's debt, thereby giving a positive value and investor 
interest in investing in the company. 
2.7 Profitability 
Profitability is the ability of a company to generate profits or the ability of a 
bank to increase its prosperity in managing company effectiveness. Measurement 
of profitability in this study was proxy through Return on Assets, which is the 
ability of capital invested in overall assets to generate profits for all investors. In 
addition to generating profits, profitability is one important factor in increasing firm 
value. The higher the profitability rate, the better the company’s performance will 
thus reflect greater investor wealth and the company’s prospects for the future are 
considered more promising. Growth prospects by investors will be captured as a 
positive signal so that it can increase the firm value in the eyes of investors as 
reflected by the increase in the company’s stock prices, thus profitability is an 
important thing in increasing firm value with the greater profit generated will have 
an effect on the company as well as investors. 
2.8 Dividend Policy 
Dividend policy is a decision whether the profit earned by a company to 
distribute dividends to shareholders or profits will be retained for reinvestment. 
Dividend policy is one of the factors that affect firm value. The greater the 
dividends distributed, the higher the firm value. Large dividends will increase the 
firm value (Harjit, 2010). There are two conflicting theories regarding dividend 
policy that should be adopted by companies. First is the theory developed by 
(Modligiani and Miller, 1961) which states that dividend policy is irrelevant. 
(Modligiani and Miller, 1961) also stated that with a certain investment decision, 
the ratio of dividends distributed has no effect on firm value. The point of their 
opinion is that dividend policy is irrelevant. On the other hand (Gordon and Lintner, 
1956), put forward the theory of bird in the hand. They argue that the dividends will 
be small when compared to the increase in capital value, and therefore the cost of 
the company’s equity will increase if the dividends are reduced. Thus a company 
can set a high dividend payout ratio and offer high dividend yields to minimize its 
capital costs. 
2.9 Conceptual Framework 
The conceptual framework can be seen in the image below: 
 
 
  
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Hypotheses 
Based on the theoretical and conceptual framework, the hypotheses of this 
study are as follows: 
1. Liquidity has a positive effect on firm value 
2. Capital Adequacy Ratio has a positive effect on firm value 
3. Growth has a positive effect on firm value 
4. Size has a positive effect on firm value 
5. Profitability has a positive effect on firm value 
6. Dividend policy is able to moderate liquidity, Capital Adequacy Ratio, 
Growth, Size, Profitability, on firm value 
 
3. Method  
This research is a causal relationship research, which is a research conducted 
to obtain facts from existing phenomena and look for factual information about the 
relationship and influence of a variable on other variables. This study uses 
secondary data obtained from the publication of the Indonesia Stock Exchange 
concerning the audited financial statements of banking companies from 2013 to 
2017. Data obtained from the annual financial statements of banking companies 
from the Indonesia Stock Exchange (IDX) website, namely www.idx.co.id, 
www.sahamok.com in the 2013-2017 period. The sampling technique used was 
purposive sampling and 29 companies were selected and consisted of 5 years of 
research and produced 145 samples. 
3.1 Data Analysis Techniques 
The data analysis technique used in this study uses panel data regression with 
Eviews 7 because in this study there are characteristics of cross section data and 
time series simultaneously. There are several stages of analysis in data analysis 
Liquidity (X1) 
Profitability (X5) 
Capital Adequacy 
Ratio (X2) 
Size (X4) 
 
Firm Value (Y) Growth (X3) 
Dividend Policy 
(Z) 
techniques, namely descriptive statistics consisting of minimum, maximum, 
average, and standard deviations. The classic assumption test consists of tests of 
normality, multicollinearity, autocorrelation, and heteroscedasticity. Chow test or 
likelihood ratio test is a test to choose between the common effect model and the 
appropriate fixed effect model and the Hausman test is used to determine the 
estimated model used between the fixed effect model or the random effect model. 
3.2 Hypothesis Testing 
In testing hypotheses, the coefficient of determination analysis will be carried 
out, simultaneous influence testing (F test), partial effect testing (t test), interaction 
test 
 
4. Result and Discussion 
4.1 Results 
Descriptive Statistical Analysis 
Descriptive statistics provide a general description or description of the data 
used as a research sample, which is seen from the minimum (minimum), maximum 
(maximum), average (mean), and standard deviation (standard) values. The results 
of the descriptive statistical testing of the studied variables can be seen in the table 
below: 
Table 1. Descriptive Statistics Based on Variables in 2013-2017 
 
Descriptive statistical results from 145 data banking and financial companies 
in 2013-2017 for the dependent variable Company Value (Y), Liquidity (X1), 
Capital Adequacy Ratio (X2), Growth (X3), Size (X4), Profitability (X5) , 
Dividend Policy (Z) as a moderating variable in this study shows the following: 
1. The minimum value of the company is known at the company Bank QNB 
Indonesia Tbk in 2016, while the maximum value at the company PT Bank 
Pembangunan Daerah Banten Tbk in 2016. This shows that most banking 
companies have a positive firm value as measured by price book value . It is 
known that the standard deviation is smaller than the firm value, which means 
there is no fluctuation. 
2. The liquidity of banking companies in 2013-2017 shows the value of Bank 
Capital Indonesia Tbk in 2017. It is known that the standard deviation value 
(X1) is smaller than the average value of LDR (X1), which means the data in 
(X1) is not too volatile. 
3. Capital Adequacy Ratio in banking companies in 2013-2017 shows the value 
of Banten Regional Development Bank 2015, while the maximum value in 
Variable Min Max Mean Std. Deviation 
Company Value (Y) 0.00 5.45 1.3903 0.9681 
Liquidity (X1) 50.61 113.3 85.885 11.6008 
Capital Adequacy Ratio (X2) 8.02 37.17 18.1597 4.3432 
Growth (X3) -0.882 1.379 0.1486 0.2245 
Size (X4) 28485 34252 31367.08 1402.2384 
Profitability (X5) -11.15 4.5 0.9835 2.4667 
Dividend Policy (Z) 0.00 74.75 13.3087 19.3792 
the company Bank of India Indonesia Tbk in 2017. It is known that the 
standard deviation (X2) is smaller than the average value (X2) X2), which 
means the data in (X2) is not too volatile. 
4. Growth in banking companies in 2013-2017 shows the minimum value of 
(X3), namely the Bank Negara Indonesia (Persero) Tbk company in 2017, 
while the maximum value of (X3) Bank QNB Indonesia Tbk in 2013. The 
deviation standard (X3) is known ) is greater than the average value (X3), 
which means the data in (X3) fluctuates. 
5. The size of banking companies in 2013-2017 shows the minimum value of 
(X4), namely at Bank Rakyat Indonesia Agro Niaga Tbk company, while the 
maximum value of (X4) is in 2017 at the company Bank Central Asia Tbk. 
The average value of (X4), is known the standard deviation value (X4) is 
smaller than the average value (X4), which means the data on (X4) is not too 
volatile. 
6. Profitability in banking companies in 2013-2017 namely Bank of India 
Indonesia Tbk in 2015 showed a minimum value of (X5) while a maximum 
value of (X5) was in a State Pension Savings Bank company. It is known that 
the standard deviation (X5) is greater than the average value (X5), which 
means the data at (X5) fluctuates. 
7. Banking company dividend policy in 2013-2017 shows a minimum value, 
which is found in a number of banking companies, one of which is Bank Agro 
Rakyat Indonesia Tbk, Bank MNC International Tbk does not distribute 
dividends, while the maximum value is at Bank Jabar Banten in 2016. It is 
known the standard value deviation (Z) is greater than the average value (Z), 
which means the data at (Z) fluctuates. 
Classical Assumption Test 
In this study, normality test for residuals using the Jarque-Bera test (J-B), the 
probability value from the J-B statistic is 0.075313. Because the probability value 
of p, which is 0.075313 is greater than the level of significance, which is 0.05. This 
means that the assumption of normality is fulfilled. The results of multicollinearity 
testing, it can be concluded that there are no symptoms of multicollinearity between 
independent variables. This is because the correlation between independent 
variables is not more than 0.9. Based on the Autocorrelation Test with the Durbin-
Watson Test, the value of the Durbin-Watson statistic is 2.082993 Because the 
Durbin-Watson statistical value is located between 1 and 3, which is 1 <2.082993 
<3, then the non-autocorrelation assumptions are met. In other words, there are no 
symptoms of high autocorrelation in residuals. The heteroscedasticity test was 
carried out with the Breusch-Pagan test. Based on the Heteroscedasticity Test, the 
Prob value is known. Chi-Squared is 0.6338> 0.05, which means there is no 
heteroscedasticity. 
Determination of Estimation Model 
Based on the results of the Chow test using Eviews 7, the probability value is 
0.4545 whose value is <0.05 so it can be concluded that rejecting H0, the fixed 
effect method is more appropriate than the common effect model. While the 
Hausman test using Eviews 7, it is known that the probability value is 0.0136 whose 
value <0.05 so it can be concluded that the fixed effect model is more appropriate 
than the random effect model. Based on testing with the Chow test and the 
Multiplier test, it was decided that the most appropriate estimation model to use 
was the common effect model. 
Hypothesis testing 
Based on the fixed effect model test, the coefficient of determination 
(Adjusted R-squared) of R2 = 0.339. This value can be interpreted as Liquidity, 
Capital Adequacy Ratio, Growth, Size, Profitability simultaneously or jointly affect 
PBV of 23.29%, the remaining 76.71% is affected by other factors. While the value 
of Prob. (F-statistics), that is 0.00000 <0.05, it can be concluded that all independent 
variables, Liquidity, Capital Adequacy Ratio, Growth, Size, Profitability 
simultaneously, have a significant effect on firm value. For multiple linear 
regression equations and partial significance tests (t test) can be seen in the 
following table. t-test results can be seen in table 2 as follows: 
Table 2. Statistical Value of the t-Test Results 
     
Variable Coefficient Std. Error t-Statistic Prob.   
Liquidity -0.254924 0.207797 -1.226793 0.2220 
Capital Adequacy Ratio 0.042613 0.121700 0.350145 0.7268 
Growth 0.220486 0.077150 2.857897 0.0049 
Size 1.543673 0.683024 2.260056 0.0254 
Profitability 0.092084 0.031021 2.968448 0.0035 
C -14.32793 6.840203 -2.094664 0.0380 
Based on Table 2, it is known: 
1. The regression coefficient of the LDR variable is known to be -0.25, which 
is a negative value. This means that LDR has a negative effect on PBV. LDR 
has no significant effect on PBV. 
2. The regression coefficient of the CAR variable is known to be 0.04, which is 
a positive value. This means that CAR has a positive effect on PBV. It is 
known that Prob value is 0.7268, that is> significance level 0.05, then CAR 
has no significant effect on PBV. 
3. The regression coefficient of the GROWTH variable is known to be 0.22, 
which is a positive value. This means GROWTH has a positive effect on PBV 
4. The regression coefficient of SIZE variable is known to be 1.54, which is 
positive. This means that SIZE has a positive effect on PBV. SIZE has a 
significant effect on PBV. 
5. The regression coefficient of the variable ROA is known to be 0.09, which is 
positive. then ROA has a significant effect on PBV. 
Interaction Test 
Based on the results of the simultaneous interaction test in this study, the 
Dividend Policy proxied on the Payout Ratio Dividend is known that the Prob (F-
statistic) value is 0.0000 <0.05, then the dividend policy can moderate the effect of 
the Capital Adequacy Ratio, Size, Growth, Based on the partial test results that the 
dividend policy is able to moderate is the size and profitability of the Firm Value. 
The following interaction moderation equations are as follows: 
 𝑌 = −7,66 − 0,22𝑋1 − 0,15𝑋2 + 0,31 + 0,93𝑋4 + 0,05𝑋5 − 0,09𝑋1𝑍
+ 0,05𝑋2𝑍 − 0,03𝑋3𝑍 + 0,02𝑋4𝑍 + 0,04𝑋5𝑍 + 𝑒 
 
4.2 Discussion 
The Effect of Liquidity on Firm Value 
Based on the results of the t-test statistics on liquidity which is proxied by a 
loan to deposit ratio in this study, it can be concluded that liquidity has no effect on 
firm value (PBV). 
Based on signalling theory with a high level of liquidity, the market will put 
trust in the company and show that the company is able to maintain its liquidity 
level, which means the company has good performance and this is one of the 
positive signals given by the company that will attract investors in investing its 
capital in the company, thus the results of this study are not in accordance with 
signalling theory. 
LDR is the ratio used to measure the composition of the amount of credit 
given to the public. Thus the higher the LDR will increase the credit given to the 
public and affect the increase in bank interest income to the company, but this will 
also increase defaults or uncollectible receivables, causing bad loans. 
Ineffectiveness of the company in managing credit given to the public will give 
losses to the company. If a loan is disbursed or fails, it will have an impact on the 
bank to return third party funds and fulfill the credit proposed. This will give an 
effect on investors in assessing the company’s performance. Related to the 
company’s ability to manage funds owned by the company. 
Based on the data obtained a descriptive statistical analysis which had 
previously been stated would state that the liquidity of each banking company for 
the 2013-2017 period listed on the Indonesia Stock Exchange in this study was in 
accordance with Indonesian bank regulations that were set according to PBI No 
17/11 / PBI / 2015. And based on this provision and looking at data from the average 
value of the bank liquidity which is proxied by the LDR in accordance with 
(appendix 4) is homogeneous and not too high the standard deviations that exist. 
This can provide information that is still in a safe condition. 
 
The Effect of Capital Adequacy Ratio (CAR) on Firm Value 
Based on the results obtained from the statistical t-Test, the Capital Adequacy 
Ratio has no effect on Firm Value. The results of this study are not in line with the 
signalling theory which states that the higher the capital adequacy ratio (CAR) will 
give a signal to investors so that the firm value will increase. The higher CAR will 
show the ability of banks to provide funds used to overcome the possible risk of 
losses that may be caused by banking companies. 
The results of this study reject research according to (Halimah, 2013) CAR 
significantly affect firm value. This proves that capital managed by banks can 
increase the value of shares, because most of the capital is prepared to reduce the 
risk of losses that will be caused by banking companies. 
The results of this study are in line with (Yulianti, 2015) CAR values that are 
too high can cause idle funds to increase, causing bank financial performance to 
decline and firm value to decline. The results of this study are in line with (Juwenda, 
2013) Capital (CAR) has a positive and not significant effect on firm value. This 
proves that capital managed by banks cannot increase the value of shares, because 
most of the capital is prepared to reduce the risk of low quality bank assets. 
The lower CAR value indicates that the bank is unhealthy and will reduce 
firm value. The higher the level of capital adequacy (CAR) of a bank does not 
become a measure of the success of bank management in obtaining high profits. 
And according to data attachment (5) in this study shows that the value of the 
average CAR in Indonesian banks from 2013 to 2017 has met the minimum 
standard of CAR value of 8% and has followed Bank Indonesia Regulation Number 
14/18 / PBI / 2012 concerning the Minimum Capital Requirement for Commercial 
Banks. 
The Effect of Growth on Firm Value 
Based on the results obtained from the t-Test statistic obtained that growth 
has a positive effect on Firm Value (PBV), thus hypothesis 3 in this study is 
accepted, Signalling theory states that company growth is considered a positive 
signal that is expected by internal and external parties of the company because good 
growth gives a sign of the development of a company. For investors, the firm 
growth shows a positive signal that the company has favourable aspects and 
investors also expect a rate of return from the investments made to show good 
development. 
A company with good asset growth is a company that is able to manage 
resources to generate profits so that it can add to the assets it has. A company with 
large asset growth is a company that has good performance in generating profit. 
The results of research conducted (Kusumajaya, 2011) provide empirical evidence 
that asset growth can increase firm value due to investor expectations of future 
profits 
The Effect of Size on Firm Value 
The hypothesis in this study states that Size has a positive effect on firm value. 
The results of research on Size with the results of the t-test statistic that Size affects 
firm value, so hypothesis 4 in this study is accepted. Firm size in this study is 
measured by total assets, with a large asset situation will provide comfort to 
investors in investing their capital so that this will reflect the value of the company. 
A large asset will provide future cash in flow to the company because investors will 
be confident in investing in the company and feel safe with a large future cash in 
flow that will guarantee investors, so this will provide an upward movement of the 
firm value. 
Signalling theory provides space for investors to find out how decisions they 
will make relate to the firm value, when the firm size shows a change in value, this 
automatically provides information to investors in assessing the firm value. Firm 
size in this study is measured by total assets, the greater the assets owned by the 
company will give a positive signal to investors that shows that the company has a 
large growth and has a large profit so that it will automatically affect the value of 
the firm size and will give a positive signal to firm value. 
The results of this study are in line with research from (Widiastari and Yasa, 
2018) which has proven that firm size has a positive and significant effect on firm 
value, because the larger the firm size, the firm value will increase. Large 
companies have large total assets so they tend to have more stable financial 
conditions and more easily obtain funding sources so that it will be more attractive 
to investors. 
The Effect of Profitability on Firm Value 
Based on the results obtained from the statistical t test, profitability is positive 
and has a significant effect on PBV, so hypothesis 5 is accepted. In accordance with 
Signalling theory, the greater the Return on Assets (ROA) as the profitability ratio 
owned by a company, the efficient use of assets will increase profits. ROA is an 
important measure to assess whether a company is healthy or not, which affects 
investors because the company has an increasingly high rate of return. In other 
words, the higher this ratio, the better the productivity of assets in obtaining net 
profits. Positive ROA shows that the total assets used to run the company’s 
operations are able to provide profits for the company. So ROA motivates investors 
or potential investors to make investments. 
The Effect Of Dividend Policy As A Moderating Variable 
The hypothesis in this study states that the moderating variable dividend 
policy can moderate Liquidity, Capital Adequacy Ratio, Size, Growth, Profitability 
in affecting Firm Value. Dividend policy used in this study is the Dividend Payout 
Ratio. Based on the results of the simultaneous statistical tests in this study, the 
Dividend Policy proxied on the Payout Ratio Dividend is known that the Prob (F-
statistic) value is 0.0000 <0.05. , Growth, Profitability in affecting Firm Value. 
Different from Mahendra's research which states that dividend policy is not able to 
moderate the firm value. 
The results of this study are in line with the theory of Dividend signalling 
theory which states that the higher the dividend payout ratio (DPR) of a company, 
the higher the firm value. Based on the Bird in Hand theory, dividend policy has a 
positive effect on stock market prices. That is, if the dividends distributed by the 
company are getting bigger, the market price of the company’s shares will be even 
higher. 
Based on the partial test results that the dividend policy that is able to 
moderate is the size and profitability which is proxied by Return On Assets to the 
firm value. Dividend policy is able to moderate profitability to the value of the 
company which means that the dividend policy can increase the value of the 
company when profitability is high and the dividend policy can reduce firm value 
when profitability is low. While dividend policy is not able to significantly 
moderate the effect of liquidity on firm value. In contrast to the research conducted 
(Erlangga, 2009), the results of the study indicate that dividend policy can moderate 
the relationship between financial performance and firm value. Dividend policy 
cannot increase company value when liquidity is high and dividend policy cannot 
decrease firm value when liquidity is low, just as dividend policy is not significant 
in moderating the effect of Capital adequecy Ratio, Growth on firm value. 
The results of this study are in line with research (Mahendra, 2012) which 
found that dividend policy is not able to moderate the effect of profitability on firm 
value. Dividend policy cannot increase firm value when profitability is high and 
dividend policy cannot decrease firm value when profitability is low. 
 5. Conclusion and Suggestion 
5.1 Conclusion 
Based on the results of research and hypothesis testing that has been done, 
several conclusions can be drawn as follows: 
1. Liquidity has no effect on Firm Value 
2. Capital adequacy ratio has no effect on Firm Value 
3. Growth has a positive effect on Firm Value 
4. Size has a positive effect on Firm Value 
5. Profitability has a positive effect on Firm Value 
6. Dividend policy is able to moderate the effect of Liquidity, Capital Adequacy 
Ratio, Size, Growth, Profitability to Firm Value. 
 
5.2 Suggestion  
Based on the conclusions and limitations, the suggestions to be put forward 
in this study are as follows: 
1. Companies should pay more intensive attention to the value of the factors that 
affect firm value in banking companies on the Indonesia Stock Exchange, 
which have very varied values. This is done in order to reveal early 
anticipatory steps from negative sentiments based on information on financial 
statement presentation. 
2. The researcher can then add the company in question so that it can reflect the 
development of overall firm value and can add the number of samples in this 
study 
3. The next researcher is expected to be able to develop variables other than 
liquidity, Capital Adequacy Ratio, Growth, Size, Profitability as independent 
variables for things that affect firm value. Other suggested variables include 
interest rates, net performance, and non-financial variables and variables such 
as other good corporate governance that are relevant as estimators. 
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